STATE OF MAI NE Docket No. 97-764
PUBLI C UTI LI TI ES COW SSI ON
Oct ober 15, 1997

COMMUNI TY SERVI CE TELEPHONE COMPANY ORDER APPROVI NG
Request for Approval of REORGANI ZATI ON
Reor gani zati on and Affiliated

| nterest Transactions Regardi ng

Community Service Long Distance

WELCH, Chairman; NUGENT and HUNT, Conmm ssioners

In this Order we grant (1) an approval under 35-A
MR S.A 8§ 708 for Community Service Tel ephone Conpany ("CST")
to create an affiliated interest relationship between itself
and Community Service Long Di stance (“CSLD’); (2) an interim
approval under 35-A MR S.A § 707 of transactions between CST
and CSLD, and (3) establish the procedure for final approval
under 35-A MR S.A 8 707. In support of its requests for
t hese approvals, CST stated as follows, and we fi nd:

1. CST is a Maine corporation and operates as a

tel ephone utility and a public utility as defined by 35-
AL MR S A 8 102. CST is authorized to provide

t el ephone service in the foll ow ng Miine tel ephone
exchanges: Greene, Leeds, Litchfield, Monmouth, M.
Vernon, East W nthrop and W nt hrop

2. On August 6, 1997, CSLD, an affiliated interest of
CST, filed with the Comm ssion a Petition for Certificate
of Public Convenience and Necessity to Operate as a

Provi der of Conpetitive |Interexchange Tel econmuni cations
Services. This matter has been assi gned Docket No. 97-
525. As noted in Section 4 of the Petition, Community
Servi ce Communi cations, Inc. (“CSC'), is the parent
conpany of both CST and CSLD. Accordingly, CSLD is an
affiliated interest of CST, as defined by 35-A MR S. A 8§
707. The creation of CSC as the parent conpany of CST
was approved by the Comm ssion in its Order Approving

Sti pul ati on, dated Decenmber 15, 1987, in Docket No. 86-
40. The Stipulation in Docket No. 86-40 provided that
CSC “shall not invest, either directly or indirectly,
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nore than $2,250,000 in its non-utility subsidiaries,
wi t hout prior Conm ssion approval.”!

3. CSLD was forned as a corporation in June 1995,
initially to engage in unregul ated tel ecommuni cati ons
services. The corporation’s nanme was changed to
Community Service Long Distance in April 1997. Since its
creation in 1995, CSLD has not been engaged in activities
whi ch are those of a public utility. Accordingly, at the
time of its creation, the creation of CSLD fell within
the scope of the approval in Docket No. 86-40 for

i nvestnents by CSC in non-utility subsidiaries.

4. | f approval of the Application in Docket No. 97-525
is granted, CSLD will start to provide interexchange
service and becone a tel ephone utility as presently

defi ned by Section 102(19). The Conmi ssion Staff raised
t he question whether, as a result, the approval in Docket
No. 86-40 for “non-utility subsidiaries” continued to
enconmpass CSLD. Although CST has reserved the argunent
t hat approval under the Reorganization Statute was not
required by virtue of approval of the Stipulation in
Docket No. 86-40, it has requested the Comm ssion’s
approval under Section 708 for the reorganization
relating to the creation of CSLD

5. Because CSLD is an affiliated interest of CST, any
contract or arrangenent for the provision of services and
facilities by CST to CSLD (and the provision of services
and facilities by CSLD for CST) also requires Conm ssion
approval under 35-A MR S.A 8707. Wiile CST clains that
the specific nature and ternms of such services and
facilities is not imediately known, it has requested
approval under Section 707 at this tinme so that CSLD
woul d be able to conmence operations imediately. CST
requested that approval be subject to the conditions that
it file a contract regarding such services and facilities

1'By Order dated Decenmber 26, 1996, in Community Service
Tel ephone Conpany, Application for Approval of Increase in
| nvest ment by Community Service Communications, Inc., Docket
No. 96-770, the Conm ssion authorized an increase in the
i nvestment cap to $4,000,000. In the Oder the Conm ssion
stated that the Stipulation approved in Docket No. 86-40
“permtted CSC to invest up to $2,250,000 (either directly or
indirectly) in non-utility subsidiaries w thout prior
Comm ssi on approval .”
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and a cost allocation manual within three nonths, that it
adhere to Part 64 of the FCC regul ations, and that the
provi sion of any services or facilities before the filing
of the contract and the cost allocation nmanual wll be
approved on an interimbasis as set forth in the ordering
par agr aphs.

6. Pursuant to discussions with the Comm ssion Staff in
this case, CST has agreed that Comm ssion approval s under
Section 708 and 707 will be subject to certain conditions
regardi ng the Comm ssion’s continuing jurisdiction, as
set forth in the ordering paragraphs.
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Accordi ngly, we

ORDER

1. The reorgani zati on of Community Service Tel ephone
Conpany described in the narrative paragraphs 2-4 above is
her eby approved pursuant to 35-A MR S. A 8 708(2), subject to
the conditions contained in these ordering paragraphs.

2. Pursuant to 35-A MR S. A 8 707, contracts or
arrangenents for the provision of goods or services between
Community Service Tel ephone Conmpany and Comrunity Service Long
Di stance are approved on an interimbasis subject to the
provi sions of ordering paragraphs 5 and 6 bel ow.

3. Consistent with the provisions of 35-A MR S. A
8708(2)(A) (1), the Comm ssion shall have reasonabl e access to
t he books, records, docunments and other information related to
CSLD that are relevant to the regulatory responsibilities of
t he
Comm ssi on.

4. As part of its annual report to the Conmm ssion, CST
shall furnish a statenment show ng the nature and anount of al
transactions between CST and CSLD.

5. CST shall allocate the various costs incurred by it
in providing services or facilities for CSLD and the costs
incurred by CSLD in providing services or facilities for CST,
including the time and expenses of enployees and the use and
transfer of assets, in accordance with Part 64 of the FCC s
regul ati ons and according to a cost allocation manual to be
devel oped by CST that shall be consistent with Part 64. The
cost allocation manual shall be submtted for approval within
three nonths of the date of this Order. Approval of this cost
al l ocation manual filing shall be delegated to the Director of
t he Comm ssion’s Finance Division.

6. Al'l transactions between CST and CSLD shall require
Comm ssi on approval to the extent required by 35-A MR S. A
8707; Wthin three nonths of the date of this Order, CST wll
file a contract governing those transactions for approval by
the Comm ssion. The contract shall be consistent with Part 64
of the FCC s regul ations and the cost manual required by
Ordering Paragraph 3. Approval of the contract is del egated
to the Director of Finance. The Director of Finance shal
det erm ne whet her the provision of any services or facilities
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prior to the filing of said contract is consistent with the
contract.

7. Consistent with the provisions of 35-A MR S. A
8§ 707, for ratemaking purposes the Conm ssion shall have the
right to review and approve or di sapprove costs all ocated
bet ween or anong CST and CSLD

8. Except as explicitly provided herein, the
Conmi ssion’ s approval subject to these conditions shall not
l[imt any parties or the Conm ssion’s rights under, or relieve
CST of any responsibilities to conply with, any provisions of
Title 35-A and the Comm ssion’s Rules, including the
Comm ssion’s renedi al powers under section 708(2)(A)(8).

Dat ed at Augusta, Maine this 15th day of October, 1997.

BY ORDER OF THE COWM SSI ON

Dennis L. Keschl
Adm ni strative Director

COVM SSI ONERS VOTI NG FOR: Wel ch
Nugent
Hunt



